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CONFIDENTIAL STATE 270805 

E.O. 11652: GDS 

TAGS: UNGA, EGEN, EAID 

SUBJECT:30TH UNGA - AGENDA ITEM 65 - MID-TERM REVIEW AND 
APPRAISAL - COMMENTS ON DRAFT RESOLUTION - REMAINING TASKS: 
PART V 

REF: STATE 266010 

1. PARA 2(C) - THE U.S. POSITION ON THE SDR/AID LINK RE- 
MAINS UNCHANGED. WE DO NOT AGREE ON DESIRABILITY OF UTILIZ- 
ING "DELIBERATE" CREATION OF SDRS TO EFFECT AN "AUTOMATIC" 
TRANSFER OF RESOURCES TO DEVELOPING COUNTRIES. U.S. HAS 
AGREED IN PRINCIPLE TO REVENUE SHARING AMONG PARTIES TO ANY 
FUTURE LAW OF THE SEA TREATY. WHICH IS NOT QUITE SAME THING 
AS "AUTOMATIC" TRANSFER OF "ROYALTIES" TO DEVELOPING COUN- 
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2. PARA 2(D) CALLS FOR CHANGING OF THE OFFICIAL DEVELOPMENT 
ASSISTANCE (ODA) DEFINITION TO A NET TRANSFER BASIS FROM 
THE CURRENT NET FLOW BASIS. THE U.S. ACCEPTANCE IN PRIN- 
CIPLE OF THE 1 PERCENT TOTAL FLOW TARGET FOR FOREIGN 
ASSISTANCE WITHOUT COMMITMENT TO A SPECIFIC DATE OF ACHIEVE- 
MENT REMAINS UNCHANGED. WE HAVE NOT BEEN ABLE TO ACCEPT 
THE 0.7 PERCENT TARGET FOR ODA, HOWEVER. BECAUSE WE CONSIDER 
IT INAPPROPRIATE TO COMMIT OURSELVES TO A SPECIFIC GOAL 
WHICH WE HAVE LITTLE PROSPECT OF ACHIEVING. REPEATED 
DISCUSSION OF THE TARGETS MAY IN FACT RAISE UNDUE HOPES 

IN THE DEVELOPING WORLD CONCERNING LIKELY PROGRESS IN THE 
NEAR FUTURE. THE U.S. SUPPORTS RETENTION OF THE CURRENT 
SYSTEM OF CALCULATING ODA ON A "NET FLOWS" BASIS, I.E., 

NET AMORTIZATION OF PRINCIPAL. WE QUESTION THE SUITABILITY 
OF THE PROPOSAL BY DEVELOPING COUNTRIES AND A FEW DEVELOPED 
COUNTRIES TO CHANGE TO A SYSTEM OF NET TRANSFERS IN 
WHICH INTEREST PAYMENTS WOULD ALSO BE NETTED OUT. ALTHOUGH 
A CASE CAN BE MADE FOR THE NET TRANSFER METHOD, WE OPPOSE 
ITS ADOPTION, BASICALLY FOR A PRACTICAL REASON; THAT IT 
WOULD MAKE THE ODA TARGET EVEN MORE UNREALISTIC AND 
WOULD PROBABLY BE COUNTERPRODUCTIVE WITH REGARD TO EN- 
COURAGING ADDITIONAL FLOWS. 

3. NETTING OUT INTEREST PAYMENTS ALSO UNDERSTATES THE 
BENEFIT TO BORROWING COUNTRIES AND GIVES A MISLEADING IM- 
PRESSION OF THE REAL IMPACT OF DEVELOPMENT LENDING, FOR 
THE BENEFIT OF SUCH LOANS TO LDCS DEPENDS ON THE EXCESS OF 
THE REAL RATE OF RETURN ON CAPITAL (E.G., 10 PERCENT) OVER 
ALL INTEREST COSTS OF SUCH LOANS. 

4. ALTHOUGH THE U.S. DOES NOT FAVOR CALCULATING AID TAR- 
GETS ON THE BASIS OF THE NET TRANSFER METHOD, WE NEVERTHE- 
LESS RECOGNIZE THE VALUE OF THE CONCEPT OF EXAMINING ALL 
FINANCIAL RESOURCES AVAILABLE TO A PARTICULAR DEVELOPING 
COUNTRY WITHIN A SPECIFIC TIME FRAME. THE PRESENT DAC 
STATISTICS FOR ODA PRESENT INTEREST RECEIPTS AND NET 
TRANSFER FLOWS AS A MEMORANDUM ITEM FOR THOSE INTERESTED 
IN THESE COMPARISONS. 
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5. PARA 5 - THE STATEMENT "...TO REVISE AT ITS NEXT 
SESSION THE INTERNATIONAL DEVELOPMENT STRATEGY, WHICH 
SHOULD BE MADE FULLY RESPONSIVE TO THE REQUIREMENTS OF 
THE NEW INTERNATIONAL ECONOMIC ORDER..." IS CLEARLY IN 

THE CATEGORY OF UNACCEPTABLE REFERENCES TO THE NIEO. KISSINGER 
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